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Race to Save the Euro Would Follow 'Grexit'

By Willem Buiter - Chief Economist

22 June 2012 - Following the re-run of the Greek parliamentacgons, we

now have a New Democracy-led coalition governmentroitted to
implementing much of the existing troika programmvégh some leniency likely
to be granted on the timing and dosage of fiscsieaity. This greatly lessens the
risk of early Grexit as it is likely the minimum m@nds for relaxation of fiscal
austerity by the new Greek government will not extthe maximum fiscal
austerity concessions Germany and the other coceagaa (EA) member states
are willing to make.

Some relaxation on the timing of austerity, someted early disbursement of
funds to pay for essential public goods and sesyiard some token pro-growth
gestures courtesy of the European Investment BaalEd) Structural and
Cohesion funds will most likely keep Greece in B#efor the time being.
However, we consider it highly unlikely that Greaa# comply sufficiently with
even the 'lite’ fiscal austerity conditionalityt sone with structural reform
conditionality, including privatisation targets, wwh are unlikely to be relaxed.
Political opposition to both austerity and reforre aow stronger in Greece than
ever before. So is resistance to bailouts in tlie E&A member states. The troika
may forgive a Greek failure in the September pregi@ssessment, but is unlikely
to tolerate another failure to comply on all frohtsthe December assessment.

Grexit may well be triggered by a troika review ldeing Greece wilfully non-
compliant with the conditionality of its programnstppping the disbursements to
the Greek sovereign. In this scenario, Greece ttefand the Eurosystem and the
Greek ELA (Emergency Liquidity Assistance providgdthe Greek Central
Bank) stop funding the Greek banks. At that poirdgge would exit the euro
area, following the imposition of capital contrdigteign exchange controls,
restrictions on deposit withdrawals and a temposagpension of the Schengen
Agreement.

It is possible that Greece will remain a membethefeuro area, but this would, in
our view, require two highly unlikely developmen@reece would have to
transform its' institutional and political delivecgpacity and implement far-
reaching structural reforms, including privatisatias well as 'lite’ austerity which
would be required even with material concessionghertiming and intensity of
fiscal austerity by the troika. The troika, andarticular the other EA member
states, would have to accept upfront that no @ficieditor other than the IMF,
which is protected by its preferred creditor statusuld make good on its claims
on the Greek sovereign. Thus, in addition to theghty €55bn worth of

remaining private sector exposure to the Greekrsoye about €200bn worth of



official exposure through the ECB, the Greek Loanilty and the EFSF would
have to be written off or de-facto converted indoazcoupon perpetuities. In
addition to writing off the exposure of the Greekareign to official creditors
other than the IMF, these same official creditoaild have to agree to continue
to fund most of the remaining and continuing deéfdithe Greek sovereign.
Likewise, the ECB would have to agree to contirmtuhd the Greek banks
following the second Greek sovereign default, btbugh the Eurosystem's
facilities and through the Greek ELA. It is possilihat these two developments
will indeed occur, but highly unlikely.

Grexit is more likely to be a result of the Sparasil Italian sovereigns finding
themselves at acute risk of being frozen out ofpifinate funding markets and in
need of financial rescues. It is highly probabkat tihe core EA countries will
refuse to take on significant additional expostioeSpain (over and above the
€100bn already committed for the Spanish bankietpsdailout) and/or any
significant exposure to Italy unless it can beldgthed unambiguously that a
wilfully and persistently non-compliant programmenieficiary will be denied
further funding. Therefore, with the increased litkeod that Spain will have to
request a further troika programme with conditidgaimposed on the sovereign
in the areas of fiscal austerity and structuradmef, and that Italy will also be
forced to seek external funding assistance fronirthika, Grexit has all but
become necessary to establish the credibility ettbika with regards to
conditionality enforcement.

It should be remembered that probably the greédasiof Germany, the
Netherlands, Finland, Luxembourg, Austria and Stev& not the complete
collapse of the EA but the creation of an open-dndacapped transfer union
without a compensating surrender of national fiscalereignty - and indeed of
wider national economic sovereignty in the areastrefctural reform and
privatisation - to the supranational European leVhbse who expect or hope for
large-scale ex-ante sovereign debt mutualisatidoran open-ended, uncapped
‘transfer Europe' without a matching (and prefgraiior) institutionalised,
treaty-based transfer of national economic sovatgitp the supranational level,
legitimised through the appropriate representatatonal processes (e.g.
parliamentary approval in all EA nations, and refieta, either binding or
advisory, in a number of EA member states) areageto be disappointed.
Indeed, even a symmetric fiscal union is sometfanghe next generation, not for
this crisis. The unavoidable consequence of thigldvbe that many creditors of
periphery sovereigns and many unsecured debt lsotdeveak banks in countries
with weak sovereigns would take material lossefssaally unsustainable
sovereigns and near-/insolvent banks are restreattur

Grexit would likely create real deprivation in Geegand lead to social and
political instability. We are likely to see sigréint evidence of this even before
Grexit takes place. The damage can be limitedribtiprevented) by ensuring
that Greece remains a member of the EU even a#eits the EA. As a
continuing member of the EU, Greece would be ableehefit from troika
financial assistance (through the balance-of-paysiacility of the EU and the
IMF Standby Program) - a path trodden since 200Batyia, Romania and
Hungary. It would also be able to continue to asd&ld Structural and Cohesion



Funds and to benefit from EIB investment programoress territory. We
believe that continued EU membership of Greece &ftexit would be the most
likely outcome. Should Greece also exit the EU rédmeaining 26-member EU is
at risk of having a failing state on its South-Eastorder.

What would Grexit mean for therest of theeuro
area?

The direct impact of Greek exit on the rest of ##e the EU and the rest of the
world through trade and financial linkages wouldntieor. Greece accounts for
less than two percent of EA GDP and since the Imaginof the Greek sovereign
crisis at the end of 2009, the exposure of thegpeigector in the rest of the EA
and EU to the Greek sovereign and the Greek baaksliminished materially.
Quite a bit of that exposure has, of course, sinyglen shifted to official core EA
creditors, including the ECB, the Greek Loan Fac#ind the EFSF. The limited
ex-post debt mutualisation that this implies, iflavhen the Greek sovereign
defaults again on most of its remaining debt, $s ldamaging in the short run than
would have been the case had this Greek sovergmpsare remained on the
books of the original private creditors. The longgnm costs of permitting private
creditors to shift their exposure to the core BEApgayers, allowing for the
perverse incentive effects (moral hazard and itsyntéose relatives) of this ex-
post mutualisation of Greek sovereign debt coutdyéver, easily dwarf the
short-term benefits. The balance of costs and isrdgfpends, of course, on the
discount rate of those making the assessment.

The only immediate risk we see from Grexit for thst of the EA is through exit
fear contagion. Grexit means that an unbreakabtenatment will have been
broken - the irrevocable membership of the Eurdo®ill have been revoked.
Inevitably, both the credibility of the first coumtto exit and the credibility of the
remaining members of the euro area will be damalgedr. that other exits will
occur may take hold. Exit means three things: thiobion of a new currency (the
orue, say); redenomination of existing contracts securities under domestic law
into the new currency; and a sharp depreciaticdh@brue. Fearing exit, the
markets would impose a sudden funding stop oreatioss in any economy
perceived by the markets to be at material riskxaif after Greece. A deposit run
would be the visible manifestation of this sudd&psThe failure of non-deposit
funding to enter the country deemed at risk of exuld be less visible but
equally damaging.

Ring-fencing the remaining eur o area member
states after Grexit

The ECB, supported to a limited extent by the reseaiof the troika, has the
resources to keep the at-risk sovereigns and bgrsdéators adequately funded
until the markets are convinced that a country ihatlequately compliant with
programme conditionality and wants to stay in theerea will not be forced out
by a sudden stop of market funding. After all, fineding stop imposed on a
country deemed likely by the markets to exit frdra euro area is in one key



respect quite unlike the classic emerging markedslesn funding stop imposed on
a country deemed at material risk of exiting a ency board or some other
conventional fixed exchange rate regime. In thergmg markets case, the
central bank of the country that is under attacknoa credibly ring-fence the
sovereign, the banks and the rest of the privatseNo firewall can be credible
because the central bank will sooner or later mtrobreserves. This is not the
case for a euro area member state threatened wittideen funding stop because
of exit fear contagion. The scarce resource heeeiis liquidity - a resource the
ECB can provide instantaneously in any amount requisee Buiter and Rahbari
(2012a)).

The ECB is likely to support its market actiongptevent forced exit from the
euro area with rhetoric or open mouth operatidmss enhancing their
effectiveness. In the past, the market intervestmithe ECB have had limited
effectiveness because the central bank was unabigral or reveal the true
intent of its interventions. This was true for 8€B's interventions in the
secondary markets, through the outright purchasewéreign debt in the
secondary markets through the Securities MarketgrBmme (SMP). It was also
true for its indirect interventions in the primagvereign debt markets, which
involved the Eurosystem funding euro area bankisiginly subsidised terms
through the LTROs of December 2011 and Februarg 28ith the domestic
authorities in countries like Spain and Italy usihgir influence over the banks in
their jurisdictions to compel the purchase of seigar debt in the primary markets
at yields well below what these banks would haveal®ded if they had not been
subjected to financial repression (see Buiter aakb@ri (2012b)).

The reason for the reluctance of the ECB to punibsith where its money is, lies
in its perception that acting as lender of lasbrefor sovereigns is not part of its
legitimate mandate. A fortiori, purchasing the debinost likely insolvent
sovereigns, as it started doing in May 2010 whemtiated secondary market
purchases of Greek sovereign debt under the SM#3, nlat fit the ECB's
interpretation of its mandate. It is true that fumgdmost likely insolvent
sovereigns is not part of the central banks' manitled well-designed monetary
system. We believe the Eurosystem, however, isytideigned and the ECB is
effectively forced into these extraordinary measurg the unwillingness/inability
of the political authorities in the euro area toreot the system's flaws and to use
fiscal resources (EFSF/EFSM/ESM) to support wealersgns. This then puts
the Eurosystem in the unenviable position of hattnghoose between disorderly,
costly and in some cases fundamentally unwarrastedreign defaults and using
its quasi-fiscal resources to prop up these figadibllenged sovereigns.

Unwilling to admit that it lost the game of chickesith the euro area political
authorities, ilappears the ECB has felt unable to set publiclsilang for the
secondary market yield on any euro area soverdigihisand to threaten the full
use of its unlimited euro resources to enforce ¢bding. It would be, however,
more likely to speak out following Grexit, when efear contagion threatens to
drive the monetary union sovereigns out that ani&drprogramme conditionality-
compliant or periphery sovereigns that abide by t@mmitments under the
Excessive Deficits Procedure of the Stability amdwah Pact or the Fiscal
Compact. They would, however, only do so with cetign if the EA political



authorities make a clear and unambiguous commitnresiiding a firm

timetable, to minimal fiscal union and banking uni@his should greatly enhance
the effectiveness of the ECB's market interventems limit the scale of the
purchases necessary to achieve any given yieldttiagsovereign debt.

As long as the ECB is convinced that it is jusglldity that would drive the
country under attack out of the Eurozone, and msxtlvency of the sovereign or
of the consolidated sovereign and banking sectadjelieve that it would be
willing to provide the liquidity required to beaff @any market attack. For the
ECB to make this determination, the political leatip of the EU and of the euro
area will have to commit itself credibly to sigwe#int further institution building
and economic integration, albeit well short of wteise who advocate full fiscal
and political union for the euro area appear tecehiavmind. Because full fiscal
union (sovereign debt mutualisation, open-endedusicdpped cross-border
transfers and redistribution, with a matching suaer of national sovereignty
over fiscal affairs and its transfer to the suptamal or federal level) is for
political reasons highly unlikely/near impossibbe the foreseeable future, it is
fortunate that something well short of full fisealion is necessary and most
likely sufficient to support a viable monetary umi&Vhat is required to enable the
euro area to survive is progress without delibenatge towards banking union
and minimal fiscal union.

The End Gamefor theeuro area

There is a material risk, if current procrastinatamnd policy paralysis continue to
prevail, that the end game for the EA could be @inrelike unpeeling and
unravelling with Grexit being followed by an exitthe entire periphery and some
members of the 'soft core’, possibly including EgarSurvival to fight another
crisis will require at least the following: an enlsad sovereign liquidity facility,
banking union and sovereign debt and bank debuating with only limited
ex-post sovereign debt mutualisation.

No Fiscal Union

Fiscal union, even just in the sense of a polittcahmitment to the pooling
(mutualisation) of sovereign risk and the willingsgo engage in uncapped and
open-ended budgetary transfers between EA memdtessts not relevant to the
resolution of this crisis. One-sided fiscal uniomufualisation and transfers alone)
would surely cause Germany and the remaining cArenEmber states to exit the
monetary union.

This is not the conclusion reached by those whaeathat Greece is small and
could easily be supported by Germany and the etbeid-be donors in the
transfer union. However, even if most of the Greekereign debt (about €300bn)
is a write-off regardless of how the crisis plays, dhe open-ended commitment
to fund transfers sufficient to cover at leastphenary (non-interest) sovereign
deficit, and quite possibly the primary externdideof the Greek nation as a
whole for an indefinite period, would result in@rhidable burden. In addition,
bailing out Greece in an open-ended manner wowttr@gany incentives for the



other borrowers (actual and would-be) to relaxt@irtadjustment, reform and
austerity efforts. The net present value of suppgthe Greek, Portuguese, Irish,
Spanish, Italian etc. economies when there is oentive for the beneficiaries of
this sovereign welfare state to work themselve& babudgetary health, is huge.
It certainly exceeds the tolerance threshold ofetlm® area core member states.
As noted earlier, the core EA member states' |sackstainly fear the
consequences of a wholesale EA breakup. But timeltheeir electorates, fear
even more the prospect of becoming the donor sif éind last resort to the
fiscally and competitively challenged members af BA.

Germany, in particular, knows what it is like toreaan open-ended financial
black hole to fill. Following German unification 990, net transfers to
Germany's eastern Lander were estimated in 200é &dout 4 percent of total
German GDP annually (Jansen (2004)) and have ma¢ clmwn much from that
level since then. Doubts about the effectiveneghisfassistance in promoting
growth or standards of living in the former DDR anelespread (see e.g. New
York Times (2012)). Regardless of their effectiv@eghe sense of national
solidarity that made the transfers to the formeiROlitically possible is absent
in the EA with regards to cross-border transfers.

Even within some established nation states in wie&tarope, the willingness to
engage in interregional redistribution appearsaalimninishing. The proportion of
the English population in favour of Scottish indegence is above the proportion
of the Scottish population supporting Scottish petedence (Note 1). The likely
reason is the perception in England that Scotlatsl tpo favourable a financial
deal in the Union. In Belgium, the willingness @hr Flanders to make continued
transfers to poorer Wallonia appears to be dimingto the point that dissolution
of the Belgian federation is not inconceivableSjmin, rich Catalonia seems to
be objecting ever more vocally to continued natdfers to the poorer
autonomous regions. The same is true for northhalyp and its attitude towards
continued financial transfers to the Mezzogiornarde-scale cross-border
redistribution is not politically legitimate in tHeUJ. Any government that
proposed it (on the net donor side) would likelgdmffice. It is worth noting that
the entire EU budget is less than 1.2 percent o8B, and that almost half of
this is spent on agriculture.

The examples of established EU member states idngiescale interregional
redistribution is being questioned support the vieat even a symmetric fiscal
union, where comprehensive debt mutualisation amapped and open-ended
transfers are matched by a transfer of fiscal sagety to the federal or central
government level, will not necessarily supportkivel of large-scale cross-border
redistribution that its advocates support. In aage; the necessary transfer of
political authority and fiscal sovereignty to thgsanational European level is
most unlikely to be politically acceptable at th@nt even in the countries that
would be financial beneficiaries. Fiscal union namd for the foreseeable future,
that is, for the duration of this crisis and iteeainath, is very unlikely.

Quasi-fiscal union, with the ECB/Eurosystem buyipgmost of the outstanding
stock of periphery public debt and perhaps alsaicoimg to fund part of the
ongoing government deficit, is also politically esaptable in the core EA



member states and to the ECB itself. Small scaleretn debt purchases
(through the SMP) and the assumption of exposuithdjurosystem to
periphery sovereigns (through loans to periphenkbdhat offer as collateral debt
issued or guaranteed by periphery sovereigns)caiitinue, but not on a scale
sufficient to negate the need for both significemiereign and bank debt
restructuring and continued austerity in the pesigh

ERP-ERF: Still several political bridgestoo far

Even the capped and time-limited euro area pulet chutualisation scheme
proposal by the German Sachsverstandigenrat (seecCof Economic Experts
(2011)) is both more than is required for a prdpectioning of the euro area and
much more than is likely to be politically accepéain both the periphery and the
core. On the plus side, the European Redemption(BR®) proposal involves a
capped amount of debt (the excess over 60 peré&DP) and is of finite
duration: a transition period which could last selgears for the roll-in of
national debt in excess of 60 percent of GDP inkmepean Redemption Fund
(ERF) and a 25-year redemption horizon once the BRHly established. This
would overcome some likely constitutional objectidrom the German
constitutional court and possibly other nationalstgutional courts. Despite this,
we don't anticipate any programme of this ilk Wil implemented.

There are four reasons for this. First, the ERFogehdebt would be jointly and
severally guaranteed by all participants) woulddoge. It would represent, in our
view, too large an increase in the exposure ofiftally and competitively strong
countries to the periphery to avoid likely insurmtable political obstacles and
constitutional court objections in Germany andwlsere - size matters. The euro
area general government gross debt to annual GizPatahe end of 2011 was
87.2 percent and the debt stock itself was €8lbitri The excess over 60 percent
of 2011 GDP is therefore €2.2 trillion, close te #2.3 trillion size the Council of
Economic Experts predicts for the ERF at the enth@froll-in period.

Second, except for Luxembourg, Finland, Estoniay&ia and Slovenia, all EU
member states, including notably Germany, Francstria and the Netherlands
have gross general government debt to GDP ratiismexcess of 60 percent
(see Figure 1)

Figure 1. General Government Debt, % of GDP

2000 2007 2008 2009 2010 2011
EA17 69.2 66.3 70.1 79.9 85.3 87.2
Austria 66.2 60.2 63.8 69.5 71.9 72.2
Belgium 107.8 84.1 89.3 95.8 96 98
France 57.3 64.2 68.2 79.2 82.3 85.8
Germany 60.2 65.2 66.7 744 83 81.2
Italy 108.5 103.1 105.7 116 118.6 120.1
Luxembourg 6.2 6.7 13.7 14.8 19.1 18.2
Netherlands 53.8 45.3 58.5 60.8 62.9 65.2
Finland 43.8 35.2 339 435 484 48.6
Greece 103.4 107.4 113 129.4 145 165.3
Ireland 35.1 24.8 44.2 65.1 92,5 108.2
Malta 54.9 62.3 62.3 68.1 69.4 72




Portugal 50.4 68.3 71.6 83.1 93.3 107.8
Spain 59.4 36.3 40.2 53.9 61.2 68.5
Estonia 5.1 3.7 4.5 7.2 6.7 6
Cyprus 59.6 58.8 489 58.5 615 71.6
Slovakia 50.3 29.6 27.9 35.6 411 433
Slovenia 26.3 23.1 219 35.3 38.8 476

Source: Eurostat

To implement the ERP proposal, all countries withtdn excess of 60 percent of
GDP would effectively come under programmes anduixgect to strict
conditionality. The Council of Economic Experts pose specifically that debt
brakes be introduced in the participants' naticoakstitutions to prevent the debt
not refinanced via the ERF from rising above thepéfcent of GDP threshold
again. These debt brakes would have to be seuolike the past and current
German constitutional debt brakes, which were fodgsistent with the German
debt to GDP ratio rising since the start of thedzone in 2000, from 60 percent
to over 81 percent by 2011. These new, more efkecionstitutional debt brakes
would have to be monitored and enforced by somereat entity (presumably the
European Commission, the ECB or the IMF, or somidrlike combination of
the three). The external enforcement entity (EE&)a have to be able to stop a
sovereign from borrowing if, in the view of the EEdtich borrowing would
violate the rules of the EFP. That would be a diftfi sell in Berlin, Paris, Vienna,
and the Hague.

Third, each country has to guarantee its debter&2RF with a 20 percent deposit
(presumably by paying into some form of escrow aaotpin the form of gold and
foreign exchange reserves. If a Redemption Pattjpant failed to honour its
commitments, that participant would forfeit the dyaind foreign exchange it had
deposited. This alone makes the plan a non-starteortugal, Spain, Italy and
Germany, where the Bundesbank is the jealous castad the nation's gold and
foreign exchange reserves. It seems inconceivhbteany EA member state
would agree to its gold and foreign exchange resebeing held hostage in this
manner.

Fourth, in addition to the gold and foreign exchangllateral deposited with the
ERF, compliance with the rules of the Fund woulcebeouraged by mandating
specific tax provisions that would earmark reverfoeservicing the debt (Note
2). Consider the (unlikely) case where the ERFi®es activated with its full
complement of gold and foreign exchange collatesalow accounts. This
collateral would be forfeited should a participgteountry divert its earmarked
revenues to other uses. But once the collaterabbkad seized, the country in
guestion still has debt in the Fund that could letlvup to five times the
forfeited collateral. It could still be worth a paipating country's while to renege
on its commitment to earmark revenues. Indeedlfiatseconomically rational
country would renege on the joint and several guasmand walk away from its
liabilities in the ERF. To avoid this problem, auotry that is not in compliance
with the rules of the ERF (after the roll-in perjadould have to be expelled from
the Fund and its debt would have to cease to bdyand severally guaranteed.



But that would undermine the value of the joint aesieral guarantee.

Even if such blatant violation of the letter andrispf the scheme is somehow
avoided, we find it extremely difficult to envisagecumstances under which
ERF conditionality could be enforced against thigda participating countries,
especially France and Germany. We should remerhbette original Stability
and Growth Pact was killed off not by the natiohthe Club Med, but by
Germany and France, in 2003, when the European Gssion recommended the
application of the Excessive Deficits Procedurecians to France and Germany
and the two countries jointly vetoed the Commissi@noposal. We doubt things
would be materially different this time.

Banking Union and Minimal Fiscal Europe

The end game for the euro area, if the politicdll iwikeep it alive is strong
enough, is likely to be a 16-member euro area, lathking union and the
minimal fiscal Europe necessary to operate a moyetaon when there is no full
fiscal union.

Minimal fiscal Europe would consist of a larger ateadily further enhanced
ESM liquidity facility (moving from its current €8®n limit to €750bn or
€1000bn when Spain and Italy are on full programraed ultimately to levels
well north of €2trn) and a sovereign debt restriotumechanism (SDRM) with
both market-based/contractual and statutory dinoessiThe ESM would be
given eligible counterparty status for repos wite Eurosystem, subject to joint
and several guarantees by the EA member statese Wuoelld be some limited
ex-post mutualisation of sovereign debt (Greeaearly not going to make good
on its exposure - around €200bn - to official cred, with the possible exception
of the IMF, and there is likely to be further sceign debt restructuring involving
other countries as well). The EU/EA liquidity fattds or mutual insurance
facilities (EFSF/EFSM/ESM/Eurosystem) would, whea insured-against event
materialises, turn ex-post into redistribution megkms, but on a limited scale.

Sovereign debt restructuring through the SDRM wdaddome a recurrent feature
of the EA sovereign landscape, with even the figatongest of the periphery
member states at material risk of sovereign defdk Spanish sovereign is put
at risk by the core EA member states' insistenaeahy financial assistance to
Spanish banks go through the Spanish sovereiga bicoming a Spanish
sovereign exposure. The Italian sovereign is puskf despite its rather strong
primary balance position, by the size of the gdngmaernment debt stock, by
Italy's poor growth prospects and by a dysfunclipoditical system that makes it
very difficult to address the root causes of fisgadustainability and low growth.

Banking union aims to sever the harmfimhbilical cord between national
sovereigns and the banks in their jurisdictionsidtild consist of the following:
(1) an EA-wide supervisor-regulator for cross-borsiestemically important
banks. Unlike the ECB today, this supervisor-regulahould be formally and
substantively accountable to the euro area citiaedstheir elected
representatives, the European Parliament. (2) Amiit# deposit guarantee



scheme and fund that (after Grexit) also insur@snatjredenomination risk. The
fund would be created by the mutualisation of thisteng national funds. (3) An
EA-wide or EU-wide bank resolution regime and fuiitle resolution regime
would be able to bail in unsecured bank credit@sAn EA-wide guarantee fund
for new issuance of term unsecured bank debt. Witi®e essential if, as we
anticipate, there will be significant restructurioigunsecured bank debt in the
euro area, starting with subordinated debt butgbbreaching longer-maturity
senior unsecured debt. This would, for a numbeeafs, make unsecured term
funding by banks virtually impossible.

A roadmap towards banking union will likely be annoed at the EU Summit on
28-29 June. It better be a credible path, withmeetiable that is both ambitious
and credible. But in any case, implementation ésttard part, and time is of the
essence.
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author of this communication.

The Firm shall have no liability to the user otthad parties, for the quality,
accuracy, timeliness, continued availability or @beteness of the data nor for
any special, direct, indirect, incidental or consagtial loss or damage which
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proprietary to the Firm and protected under copgyrand other intellectual
property laws, and may not be redistributed or vtise transmitted by you to
any other person for any purpose.

IRS Circular 230 Disclosure: Citi and its employees are not in the business of
providing, and do not provide, tax or legal advizeny taxpayer outside of Citi.
Any statements in this Communication to tax matiegse not intended or
written to be used, and cannot be used or relied upy any taxpayer for the
purpose of avoiding tax penalties. Any such taxpapeuld seek advice based
on the taxpayer?s particular circumstances fronmaependent tax advisor.

© 2012 Citigroup Global Markets Inc. Member SIPdl. rights reserved. Citi
and Citi and Arc Design are trademarks and semiaeks of Citigroup Inc. or its
affiliates and are used and registered throughwuworld.

Please go to https://lwww.citivelocity.com/geo/disclaimer/disclaimer.html for important
disclaimer information




